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World  wheat  supplies  for  the  year  beginning 
July  I,   1938  are  expected  to  be  larger  and  world 
prices  lower  than  in  1937-38.    Exportable  supplies 
IN  THE  United  States  are  also  large.  Domestic 

PRICES   MAY   continue    BELOW  WORLD  LEVELS. 
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DOMESTIC  DEI.IAMD 

Developments  during  the  past  month  tend  to  confirm  the  position 
taken  in  earlier  issues  of  this  report  that  the  low  point  in  consumer 
incomes  and  demand  for  farm  products  would  be  reached  some  time  during 
the  summer.    Recovery  from  this  level  in  1938  is  expected  to  be  moderate. 

The  rise  in  stock  prices,  an  advance  in  prices  of  some  raw  materials, 
increased  buying  of  some  manuf actxired  consumer  goods,  and  generally  improved 
business  sentiment  seem  to  indicate  a  turn  in  the  business  situation. 

With  these  more  definite  indications  that  the  bottom  of  the  business 
recession  has  been  reached,  attention  now  centers  on  the  probable  degree  and 
extent  of  the  prospective  recovery.    The  sharp  rise  in  stock  prices  which 
occurred  during  the  past  month  no  doubt  has  affected  the  prospects  for  im- 
provement during  the  coming  3'"ear,  through  its  influence  on  buying  and  invest- 
ment policies  and  on  general  business  sentiment.    Since  there  have  been  no 
other  substantial  changes  in  fundamental  economic  conditions  or  future 
indications  from  those  v/hich  have  been  in  the  picture  during  the  past  several 
months,  the  sudden  rise  in  stock  quotations  evidently  reflects  a  sudden 
realization  on  the  part  of  many  traders  and  investors  that  the  dovvnward  move- 
ment had  spent  its  strength,  and  that  the  general  trend  during  the  coming 
year  probably  will  be  upward. 

General  business  sentiment  seems  to  have  shifted  with  the  stock  market 
from  extreme  pessimism  to  optimism.    This,  coupled  with  the  expected  moderate 
fall  improvement  in  the  lighter  industries,  may  bring  an  earlier  revival  of 
spending  for  capital  goods  than  previously  has  been  indicated.    Such  revival, 
together  with  the  increase  in  Government  expenditures  on  longer  term  projects 
which  will  get  into  full  force  in  late  1938  and  early  1939,  might  result  in 
a  more  rapid  and  substantial  increase  in  industrial  activity  than  conditions 
previously  have  indicated. 

Even  under  the  best  of  circumstances,  hoivever,  considerable  time  is 
required  for  a  change  in  business  prospects  to  be  reflected  in  increased 
spending  for  capital  goods  and  material  increases  in  pay  rolls.    The  recover 
movement  until  well  into  next  year,  at  least,  probably  will  have  to  depend 
mainly  upon  increases  in  the  output  of  consumers'  goods  and  materials  for 
them.    Since  production  in  many  of  these  lines  has  not  fallen  nearly  so  much 
as  in  the  heavy  industries,  even  a  vigorous  revival  would  leave  industrial 
production  as  a  vjhole  much  below  the  level  v;hich  prevailed    in  1936-37, 
A  too  sharp  pick-up  might  be  followed  by  a  considerable  reaction  before  the 
slov;or  moving  lines  of  production  could  catch  up.    Recovery  to  or  beyond 
1936-37  levels,  therefore,  is  likely  to  require  some  time,  and  to  be  featured 
by  considerable  irregularity. 

In  viev;  of  these  prospective  industrial  conditions,  and  the  al- 
terations in  einployraont  and  consumer  incomes  which  they  imply,  it  seems 
probable  that  during  the  marketing  season  nav  beginning  farm  products  will 
be  sold  under  improving  demand  conditions  which  still  v^ill  be  relatively 
unfavorable  compa  -ed  with  some  recent  years.    The  demand  for  some  nonperish- 
able  products  may  be  affected  earlier  and  in  somev;hat  greater  degree  as  a 
result  of  anticipation  of  this  improvement  on  the  part  of  market  traders  and 
processors  • 
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FOREIGN  DE?1AND 

Although  the  foreign  demr^nd  for  United  States  farm  products  has  not 
declined  during  the  past  year  in  as  marked  degree  as  has  demand  in  this 
■  country,  considerable  weakness  hcs  developed, •  This  is  evidenced  by  the 
general  dr^'^o  in' coirmodity  prices,  the  declj:iG  of  v;orld  industrial  production, 
and  increac      stocks  of  raw  ras-.-'.crials.    The  effects  of  thes'j  changes  in 
foreign  demand  conditions,  hov/cver,  have  been  quite  different  for  various 
commodities. 

Bui-inoss  activity  in  most  foreign  countries  is  either  falling  or 
marking  time.    The  index  of  woxl.d  industrial  product  ion  (excluding  the  United 
States)  declined  7  percent  from  November  to  April,  the  last  month  for  which 
data  are  available.    Of  the  major  countries  influiincing  the  foreign  demand 
for  .United  States  farm  products,  only  Gerr.any  and  Canada  recently  have  been 
expending  in  industrial  production.    In  England,  business  activity  has  beai 
declining  since  January,  nnd  is  now  at  about  the  level  of  2  years  ago.  The 
decline  in  British  exports  hrs  been  most  significant,  but  the  drop  in 
industrial  production  for  domestic  uses  also  ha'S  been  noticeable.    The  textile 
industries,  dependent  in  large  degree  on  export  markets,  have  declined  most 
sharply.    Industrial  activity  in  Germany,  on  th'^  other  hAind.  has  increased 
rapidly  since  January,  and  continues  well  above  the  level  of  a  year  ago. 
Little  recent  change  has  been  apparent  in  Franco,  Belgium  or  Holland;  and 
activity  in  Denmark,  Norway,  and  Sweden  continues  at  comparatively  high  levels. 
The  industrial  situe.ticn  in  Japan  continues  to  be  influenced  by  war  prepa- 
rations, which  have  greatly  interfered  with  the  normal  course  of  industry, 
the  importation  of  raw  materials  and  the  exportation  of  finished  goods. 

The  slowing  up  of  industrial  activity  in  foreign  countries  v/hich  has 
been  apparent  since  last  fall  may  be  halted  by  the  expected  improvement  in 
industrial  activity  in  the  United  States  this  fall  and  ■'/anter,  since  world- 
conditions  are  greatly  influenced  by  conditions  in  this  country.  Rearmament 
activity  probably  will  continue  vigorously  in  most  foreign  countries,  and 
vail  help  to  arrest  the  decline  v^hich  has  been  in  progress. 

The  physical  volume  of  exports  of  United  States  farm  products  continues 
at  a  high  l-vcl.    The  seasonally  adjusted  index  of  the  volume  of  agricultural 
experts  in  ivLay  vms  only  slightly  belov;  the  2-year  high  point  reached  in  April. 
This  volume  of  exports  reflects  largely  changes  in  supplies  and  prices  of  a 
number  of  important  export  commodities. 

WHOLESALE  FRIGES 

The  general  level  of  v/holesale  prices  has  fluctuated  within  a  narrow 
range  in  recent  v;eeks.    The  Bureau  of  Labor  Statistics  index  of  813  v;holesale 
price  series,  after  declining  steadily  from  July  1937  to  late  April,  has  been 
fairly  stable,  for  the  last  10  weeks  at  about  78  percent  of  the  1926  average. 
The  lO-v/eek  period  has  been  characterized  by  slightly  rising  prices  of  farm 
products  and  foods,  offset  by  slight  declines  in  each  of  the  other  groups. 

It  seems  likely  that  this  levelling  off  in  prices  v;i  11  be  followed 
by  some  recovery,  reflecting  strengthening  prices  of  industrial  raw  materials 
and  of  some  farm  products.    No  sharp  advance  in  the  general  level  of  wholesale 
prices  is  anticipated  in  the  near  future,  however,  inasmuch  as  prices  of 
finished  articles  are  likely  to  experience  further  dovmward  adjustments. 
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A  marked  upturn  in  prices  of  raw  materials  began  toward  the  end  of 
June,  responding  to  improvement  in  business  sentiment.    Prices  of  non- 
ferrous  metals,  rubber,  and  hides  led  the  advance. 

The  spread  bet^veen  prices  of  raw  materials  and  finished  articles, 
according  to  the  Bureau  of  Labor  Statistics  series  of  index  numbers 
grouped  by  stage  of  processing,  has  averr>.ged  approximat-2ly  10  points  for 
the  first  6  months  of  1938  -  the  widest  diverger^-e  in  several  years. 
Last  September  the  spread  amounted  to  only  about  5  points.    In  recent 
weeks  the  spread  has  narrowed  somewhat  v;ith  the  pick-up  in  raw  materials 
prices,    A  reduction  of  from  7  to  17  percent  in  prices- of  steel  products 
may  encourage  price  reductions  for  some  other  manufactured  goods. 

The  ratio  of  wholesale  prices  of  farm  products  to  wholesale  prices 
of  nonagri cultural  products  for  the  week  ended  July  2  was  81  percent  of 
the  pre-v/ar  level,  compared  with  79  for  the  first  week  in  June  and  96  for 
the  corresponding  week  a  year  earlier. 

In  nine  foreign  countries  which  take  about  80  percent  of  our  agri- 
cultural ^-"T^orts,  the  ccmbinod  index  of  v;holesa]o  prices  declined  a  little 
further  i.  May,  to  36.-7  percent  of  the  1924-29  average.    Declines  from 
April  to  M-y  in  England,  Canada,  Belgium,  Poland  and  the  Netherlands  were 
nearly  offset  by  price  increases  in  Japan,  Italy  and  France,    The  advance 
in  French  prices  largely  reflected  the  recent  currency  devaluation. 
Although  tlie  combined  index  of  nine  countries  has  been  computed  only 
through  May,  additional  information  points  to  continuation  of  these  price 
trends  in  June  end  early  July, 

PRICES  RECEIVED  AND  PAID  BY  FARI^RS 

Market  prices  indicate  that  the  general  level  of  prices  received 
by  farmers  in  mid-Julj'-  is  slightly  higher  than  in  mid-June.    Prices  of 
hogs,  cattle,  cotton  ejid  apples  have  advanced  in  the  last  month,  whereas 
prices  of  grains,  truck  crops  and  some  other  products  have  declined. 

The  general  level  of  prices  received  by  farmers  in  mid-June,  at 
92  percent  of  pre-war,  was  unchanged' from  the  May  average,  compared  with 
124  in  June  1937.    From  nid-May  to  mid-June  increases  in  prices  of  meat 
animals,  particularly  hogs,  and  more  moderate  gains  in  prices  of  eggs  and 
miscellaneous  commodities,  offset  minor  declines  in  prices  of  grain,  cotton 
and  cottonseed,  fruit,  and  dairy  products. 

The  preliminary  estimate  of  prices  paid  by  farmers  for  commodities 
declined  in  June  to  124  percent  of  pre-war,  compared  with  125  in  May  and 
134  in  June  last  year.    The  June  ratio  of  prices  received  to  prices  paid 
by.  farmers,  at  74  percent  of  pre-war,  was  unchanged  from  May,  compared 
with  93  in  June  1937, 


FARM  INCOME 


Receipts  froin  farm  marketings  in  June  made  about  the  usual  seasonal 
change  from  May,     Receipts  from  sales  of  wheat  and  barley  increased  more  than 
seasonally  due  to  earlier  marketing  of  the  new  crop,  but  corn  and  oats  shewed 
greater  than  usual  declines.     Income  from  meat  animals  was  up  more  than  season- 
ally while  receipts  from  dairy  products  made  less  than  seasonal  increases  and 
income  from  wool  declined  more  than  usual. 

Cash  income  from  farm  marketings  plus  Government  payments  in  the  first 
half  of  1938  totaled  about  $3,340,000,000  compared  with  |3, 833, 000, 000  the  first 
6  months  of  last  year. 

About  the  usual  seasonal  changes  in  receipts  from  farm  marketings  are  ex- 
pected for  the  third  quarter  of  1938,     July-September  cash  farm  income  including 
Government  payments  will,  therefore,   probably  total  about  $2,000,000,000  compared 
with  $2,342,000,000  in  these  months  last  year.    Government  payments  probably  will 
be  considerably  greater  than  the  very  small  total  of  |20,000,000  in  these  months 
last  year. 

Prospects  are  for  stable  grain  prices  and  about  the  usual  seasonal  move- 
ment from  farms  during  the  third  quarter  of  the  year.    A  larger  spring  wheat  crop 
will  probably  prevent  as  sharp  a  reduction  in  income  from  wheat  as  took  place  in 
August  and  September  last  year.    Loons  on  wheat  going  into  storage  will  be  in- 
cluded in  the  income  from  grains.      The  larger  numbers  of  hogs  now  on  farms  indi- 
cates that  marketings  in  the  third  quarter  will  exceed  the  small  totals  in  these 
months  last  year,  but  prices  will  be  somewhat  below  last  year  although  they  may 
be  above  current  levels.    Marketings  of  dairy  products  are  expected  to  continue 
above  those  of  last  year  but  lower  prices  will  more  than  offset  the  increase  in 
marketings, 

■   •  COTTON 

Cotton  prices  advanced  about  1  cent  per  pound  during  June  accompanying  a 
sharp  advance  in  prices  of  securities  and  other  commodities,  increased  sales  of 
cotton  textiles  by  mills,  and  trade  reports  of  unfavorable  developments  with  re- 
spect to  crop  prospects.      From  July  1  to  July  15  the  average  price  per  pound  of 
Middling  7/8  inch  cotton  in  the  10  markets,  for  the  most  part,  fluctuated  v;-ithin 
a  range  of  15  points  (hundredths  of  a  cent)  above  to  31  below  9  cents.  This 
compared  with  an  average  price  of  12,50  and  12,12  cents,  respectively,  in  June 
and  July  last  year. 

Domestic  manufacturers'  sales  of  cotton  goods  were  as  large  or  larger 
than  the  restricted  production  in  each  of  the  4  weeks  ended  July  9,  were  reported 
as  exceptionally  large  in  the  2  weeks  ended  July  2,  and  were  probably  more  favor- 
able relative  to  output  than  in  any  4-week  period  for  more  than  a  year.  Consider- 
able improvement  occurred  in  sales  of  cotton  goods  by  British  manufacturers  dur- 
ing the  last  half  of  June  but  most  other  countries  continue  to  report  sales  as 
being  very  greatly  restricted. 
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Domestic  cotton  mill  activity  showed  some  increase  during  June  but  the 
month  as  a  whole  averaged  35  percent  below  a  year  earlier.     It  seems  likely  that 
the  recent  marked  increase  in  domestic  mill  sales  will  result  in  an  increase  in 
domestic  cotton  mill  activity  during  the  weeks  and  months  immediately  ahead, 
especially  if  general  economic  conditions  should  improve  moderately. 

The  Department's  estimate  of  26,904,000  acres  of  cotton  in  cultivation  in 
the  United  States  on  July  1  (released  July  8)  was  22  percent  less  than  a  year 
earlier  and  less  than  the  national  acreage  allotment  under  the  Agricultural  Ad- 
justment Act.     For  the  month  of  June  as  a  whole,  reports  indicate  that  weather 
conditions  were  not  particularly  favorable  for  the  domestic  crop  with  rainfall 
excessive  and  temperature  above  normal  in  many  areas.      In  addition  there  were 
numerous  reports,   including  one  by  the  Bureau  of  Entomology  and  Plant  Quarantine, 
to  the  effect  that  boll  weevils  were  present  in  moderately  large  numbers  in  most 
of  the  cotton  fields  of  the  country.    The  limited  information  available  continues 
to  indicate  a  considerable  reduction  in  the  1938-39  production  in  foreign 
countries.    The  Chinese  crop  is  now  expected  to  be  about  ti'/o-fifths  less  than 
that  of  1937-38.     In  view  of  the  marked  increase  in  stocks,  a  sharp  reduction 
in  world  production  is  necessary,  however,  if  a  new  record  high  world  supply 
of  cotton  is  not  to  occur, 

VfflEAT 

World  wheat  supplies  for  the  year  beginning  July  1  are  expected  to  be 
larger  than  in  1937-38,     If  there  were  not  much  change  in  demand,  such  a  supply 
might  result  in  lower  world  prices  than  were  received  for  the  1937-38  crops. 
Domestic  supplies  are  also  expected  to  be  large,  and  to  result  in  a  continuation 
of  domestic  prices  below  world  levels,    Wcrld  and  domestic  v/heat  prices  new  have 
largely  adjusted  to  the  new  crop  basis,  and  changes  in  the  next  month  or  so  will 
probably  be  affected  chiefly  by  changes  in  spring  v/heat  conditions  in  the  United 
States  and  Canada,    While  only  a  part  of  the  wheat  supplies  in  excess  of  dom- 
estic utilization  will  come  under  the  wheat  loan,  it  is  nevertheless  expected 
that  the  loan  will  serve  as  a  check  on  further  domestic  price  declines. 

It  now  appears  that  wprld  wheat  supplies*  are  likely  to  be  about  435  mil- 
lion bushels  larger  than  they  were  a  year  ago  and  the  highest  since  1933-34, 
World  stocks*  of  old  wheat  on  about  July  1  are  tentatively  placed  at  about  650 
million  bushels  which  is  almost  100  million  bushels  more  than  a  year  earlier, 
V/orld  production*  is  tentatively  placed  at  about  4,160  million  bushels  which  is 
335  million  bushels  more  than  in  1937.    Production  in  the  I'lorthern  Hemisphere*  raaj 
be  about  300  million  bushels  more  than  a  year  ago.     Increased  production  is  indi- 
cated generally  for  all  areas  except  Northern  Africa,     Growing  conditions  in  Europ 
improved  greatly  during  the  past  month  and  production  is  now  expected  to  be  slight- 
ly larger  than  that  of  last  year.     In  the  Southern  Hemisphere,  where  the  crop  is 
still  being  seeded,  moisture  conditions  to  date  indicate  an  increase  of  between 
25  and  50  million  bushels  compared  with  last  year, 

A  United  States  wheat  crop  of  967  million  bushels,  the  largest  since  1915 
and  the  second  largest  on  record,  was  indicated  by  July  1  conditions,     A  crop  of  1 
this  size  v/ould  bu  about  285  million  bushels  in  excess  of  the  10-year(  1928-37)  ji 


*    Excluding  Soviet  Russia  and  China, 
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average  domestic  disappearance  of  683  million  bushels.     The  carry-cver  on  July  1 
this  year  is  now  estimated  at  about  180  million  bushtls,  und  with  prospects  for 
exports  in  1938-39  less  favorable  than  in  the  crop  yecr  Just  ending,  the  carry- 
over into  July  1939  may  exceed  the  record  carry-over  of  578  million  bushels  on 
July  1,  1933,  ' 

C(;RM  A^'ID  OTHER  FEED  GRAINS 

Cash  prices  of  corn,  oats  and  barley  hold  about  steady  from  early  June  to 
early  July.    Corn  prices  have  been  unusually  stable  during  the  past  6  months  and 
during  the  next  few  months  are  cxo^- ctod  to  ocntinue  ::ear  the  present  level  if 
production  estimates  remain  about  i^s  now  indicated.    The  wjekly  average  price  of 
cats  has  dec? inod  about  6  cnnts  per  bushel  since  the  reak  rrached  last  January, 
nile  weekly  avv  rage  barley  prices  have  declined  27  ccaits  p<.  r  bushel  since  the 
'  i gh  weekly  uverage  reached  early  in  February.      Both  oats  und  barley  prices 

ually  decline  until  August  or  September  and  there  may  be  some  further  decline  • 
.'.'hen  the  new  crops  are  marketed  in  volume.     It  nav  appears,  hov/ever,  that  most  of 
zhc  seasonal  decline  in  prices  of  these  grains  has  already  occurred  and  that  any 
^further  decline  will  not  be  groat. 

Total  production,  of  corn,  or.ts,  and  barley  in  1935  was  estimated  at  93  mil- 
lion tons   on  the  basis  of  July  1  conditions  which  cc.apares  mth  a  production  of 
about  98  million  tons  for  these    three  feed  grains  last  year  and  87  million  tons 
for  the  1927-56  avc;ra2;e,      1  though  rains  have  been  excessive  Itl  many  areas,  and 
have  caused  sono  delay  in  the  gro^rth  of  the  co:.'n  croo,  Jvily  1  conditions  indicated 
that  yields  will  be  cur siduro.bly  above  average  in  LiCst  sections   of  the  Corn  Belt. 
The  oats  crop  was  irdicated  to  be  slightly  below  the  193V  crop,  and  the  prospective 
barley  crop  scmev;hat  larger  than  that  of  a  year  ago.     The  1938  indicated  producticq 
together  vrith  the  pror.pective  large  carry-over,  may  again  result  in  a  total  supply 
of  these  three  feed  grains  in  excess  of  100  million  tons  and  probably  the  largest 
since  1932,    V.liile  last  year's  production  was  somewhat  greater  than  the  indicated 
production  this  year,  carry-over  was  small  and  the  total  supply  wQ.s  not  as  large 
as  now  seems  probable  for  1935-39, 

Freliminary  r.tatistico  on  exports  of  ccm  during  the  period  October-June 
indicate  that  experts  in  that  period  am.ounted  to  over  102  million  bushels,  Y/hile 
official  figures  are  not  yet  available  on  the  June  exports  of  oats  and  barley,  it 
new  appears  probable  that  exports  of  oats  for  the  1937-38  marketing  year  exceeded 
11  million  bushels  and  exports  cf  barley  am.ounted  to  about  17  m.illion  bushels, 

RICE 

The  large  supplies  of  rice  which  were  on  hand  at  the  beginning  of  the 
present  marketing  year  have  apparently  been  disappearing  at  a  comparatively  rapid 
rate,  since  total  United  States  stocks  on  July  1  v/ere  estimated  to  be  about  one- 
fifth  below  total  stocks  on  that  date  in  1937.    Total  stocks  were  estimated  to  be 
considerably  below  those  of  a  year  ago  in  both  California  and  the  Southern  States, 
Present  indications  are,  havever,  that  the  193 8  crop  will  bo  larger  than  the  record 
crop  last  year  and  total  193  8-39  supplies  may  not  be  greatly  different  from  those 
of  a  year  ago.    In  the  Southern  States  much  larger  supplies  than  a  year  ago  are 
in  prospect,  while  California  supplies  will  probably  be  scm.ev/hat  smaller. 
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The  course  of  prices  during  the  next  2  or  3  months  will  be  Influenced 
largely  by  changes  in  the  prospect  for  the  1938  crops.     If  supplies  are  about  as 
large  as  conditions  now  indicate,  and  if  there  is  no  material  change  in  the  general 
demand  situation,  average  prices  received  by  United  States  producers  in  1938-39 
v/ill  probably  be  no  higher  than  aver£..ge  prices  received  during  the  present  market- 
ing year.     Present  indications  are  that  a  smaller  proportion  of  the  total  supply 
may  be  located  in  California  than  in  1937-38,  and  in  this  cise  prices  may  be  rela- 
tively high  in  this  area,  as  compared  with  prices  received  in  the  South, 

Exports  end  shipments  to  insular  possessions  have  been  large  so  far  during 
the  1937-38  marketing  year.    From  August  through  May  exports  totaled  over  242  mil- 
lion pounds  which  was  the  largest  for  this  period  since  1928-29  ezid  compares  with 
74  million  pounds    for  the  193  2-36  average.    Shipments  to  insular  possessions 
totaled  about  c03  million  pounds  which  v/as  13  percent  larger  than  shipments  dur- 
ing this  period  last  year  and  was  somewhat  larger  than  in  other  recent  years* 

BUTTER 

Butter  prices  reached      lovr  in  early  June  and  have  since  increased  slightly. 
It  is  probable  that  the  seasonal  Ig,;  point  in  prices  has  been  reached.  Butter 
production  is  large  ox\d  promises  to  continue  relr.tivcly  largo;  stocks  are  unusuall;, 
heavy.    The  seaconal  rise  in  pric^^s  from  mid-sumiaer  to  early  v/inter  v/ill  probably 
be  less  than  average. 

Creamery  butter  production  in  May  was  10  percent  higher  than  a  year  earlier 
and  3  percent  above  t>'e  preceding  peak  for  the  m.onth.    Pastures  are  good,  the 
prospects  are  for  hay  and  feed  grain  crops  of  above  average  size,  and  supplies 
of  feed  on  farms  are  relatively  large.     It  seems  probable  that  butter  production 
will  continue  larger  than  in  1937, 

Apparent  consumption  of  creamery  butter  in  May  vr&s  about  the  sam.e  as  a 
year  earlier,  7/hile  retail  prices  were  14  percent  lower.    After  fnaking  an  allow- 
ance for  the  buttur  distributed  for  relief,  estimated  consumer  expenditures  for 
butter  in  May  v/cre  15  percent  less  tjian  a  year  earlier.     It  is  probable  that  con- 
sumer cxpendit\ires  fcr  butter  will  continue  lower  tlian  in  1957  during  the  remainder 
of  tiie  year'. 

Purchases  of  butter  by  the  Dairy  Products  Marketing  Association  are  tending 
to  support  the  m.arket  currently,  but  these  purchases  v/ill  be  available  for  resale 
after  there  has  been  some  seasonal  rise  in  prices, 

POULTRY  ATID  EGGS 

On  the  basis  of  present  data,  the  outlook  for  poultry  and  egg  prices  during 
the  remainder  of  1938  is  (1)  for  a  more  than  seasonal  decline  in  chicken  prices 
and  (2)  fcr  a  more  than  seasonal  advance  in  egg  prices. 

Supplies  of  poultry  during  the  last  half  of  this  year  are  likely  to  be 
greater  than  those  of  a  year  before  because  of  the  increased  hatch.    The  increase  ^ 
in  the  hatch,  as  of  June  1,  had  placed  about  12  percent  more  chicks  and"  young 
chickens  on  f arm.s ,     Because  of  an  unprofitable  poultry  storage  season  just  closing 
the  demand  for  poultry  for  storage  may  be  v/eaker  than  usual.    Demand  for  poultry 
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if  or  consumption,  too,  is  likely  to  be  weakei-  than  in  the  last  6  months  of  1937 
because  of  the  lower  level  of  consumer  income.  •■  , 

The  principal  sources  of  eg.f  supplies   Ir  the  second  half  of  the  year  are 
storage  stock? which  this  year  arc  likely  to  he  much  belav  thosQ  of  last  year* 
It  is  expected  ■'■'^o.t  the  effect  or  -crices  of  thi.3  ' shorter  supply  of  eggs  will 
more  thati  offso':  the  ?^ffect  cf  loTer  consumer  income^. 

■  HOGS 

Although     ome  further  advance  in  hog  prices  m\y  occur  during  the  remainder 
of  the  summer,  pilccs  probably  will  decline  in  the  full  and  early  winter  months,  as 
hog  marketings  increase  seasonally.     The  drop  ir  prices  in  the  coming  fall  months, 
however,  is  expected  to  be  less  them  the  sharp  drop  wiiich  occurred  from  mid-August 
to  mid-December  last  year.        In  that  period,  when  the-  Chicago  weekly  average  price 
declined  from  about  |12,40  to  $7.75,  there  vras  a  large  seasonal  increase  in  market- 
ings and  bcth  consumer  and  storage  demand  for  hog  products  weakened  considerably. 
While  a  fairly  large  increase  in  marketings  is  probable  for  the  coming  fall,  de- 
mand conditions  probably  will  be.  relatively  stable^ 

After  edvonci.ng  in  lute  May^  hog  prices  wero  fairly  steudy  during  June,  but 
rose  again  in  early  July,    Inspected  hog  slaughter  ir.  June,  totaling  2,533,000 
head,  was  slightly  smaller  than  in  May,  but  it  was  about  20  percent  larger  than 
in  June  last  year.     Some  further  seasonal  reduction  in  hog  slaughter  may  occur 
during  July  and  August,  but  slaughter  in  those  months  probably  will  be  consider- 
ably larger  than  thf'.t  of  a  year  earlier* 

According  to  the  June  1  Pig  Crop  Report  recently  released,  the  spring  pig 
crop  this  year  was  estimated  to  be  13  percent  larger  than  that  cf  last  year.  This 
year's  spring  crop  was  the  largest  in  5  year?,  although  it  was  much  smaller  than 
in  any  of  the  10  years  prior  to  1934,    The  number'  of  sows  to  farrow  this  fall  was 
indicated  to  be  about  9  percent  larger  than  a  year  earlier.     If  this  indication  is 
borne  out  and  the  average  number  of  pigs  saved  per  litter  this  fall  is  about  the 
same  as  last  fall,  the  1938  pig  crop  -  spring  and  fall  crops  combined  -  will  be  12 
percent  larger  than  the  1937  crop.     In  view  of  the  indicated  larger  pig  crops  in 
1938  than  in  1937,  it  is  expected  that  hog  market irgs  in  the  marketing  year  be- 
ginning next  October  v.-ill  be  substantially  larger  than  in  the  present  marketing 
year. 

The  upswlr^  in  hog  production  this  year  is  primarily  a  reflection  of  abun- 
dant supplies  of  feed  in  most  areas  and  the  fact  that  feed  prices  have  been  low  in 
relation  to  hog  prices.     The  increase  in  the  pig  crops  this  year,  ho-.vever,  repre- 
sents only  a  partial  recovery  from  the  effects  cf  the  severe  droughts  in  1934  and 
1936,     If  feed  crop  production  in  1938  is   fairly  large,  as  new  seems  likely,  it  is 
probable  that  next  year  there  will  be  further  increase  in  the  numiber  of  pigs  i*aised, 

BEEF  CATTLE 

A  further  seasonal  advance  in  prices  cf  the  better  grades  and  some  seasonal.' 
decline  in  prices  of  the  lower  grades  cf  slaughter  cattle  probably  vrill  occur  dur- 
ing the  next  2  or  3  months.     Prices  of  the  better  grades  cf  cattle,  hov/ever,  are 
not  expected  to  reach  the  unusually  high  levels  of  the  late  summer  and  early  fall 
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a  year  earlier.    During  the  next  few  months,  supplies  of  well-finished  grain-fed 
cattle  will  be  larger,  and  consumer  incomes  smaller,  than  in  the  corresponding 
period  of  1937  . 

With  abundant  supplies  and  relatively  low  prices  of  feed,  and  with  general- 
ly favorable  range  and  pasture  conditions,  there  probably  v/ill  be  a  greater-than- 
usual  tendency  to  withhold  cows,  heifers,  and  calves  as  replacement  stock  in 
nearly  all  areas  during  the  summer  and  fall.    And  the  deinn.j?d  for  feeder  cattle 
is  likely  to  continue  strong,    Hcnco,  the  usual  declines  in  prices  of  the  Icn/^er 
grades  of  cattle,  with  seasonally  increased  supplies,  may  not  be  very  marked  this 
year. 

Prices  of  the  better  grades  of  slaughter  ste^is  and  heifers  advanced 
sharply  in  late  June  and  early  July,  reaching  new  h'<.%h  Icvc^ls  for  the  year.  This 
advance  appar'iitly  reflected  a  seasonal  strengthenirg  in  demand  for  such  cattle. 
Prices  of  most  .grades  of  slaughter  cows  and  of  the  lov/er  grades  of  steers  re- 
mained ccmparc/cively  steady  during  June, 

The  rA-.irber  of  cattl''  slaughtered  under  Federe.l  ir.p.poction  in  Juaie  totaled 
816,000  heed.  S  percent  more  then  a  month  earli'sr,  tut  slifri;tly  less  than  in  June 
1937,  Durin,',;  the  first  ho.lf  of  1.^33,  inspected  cattle  slr.ughter  totaled  about  2 
percent  less  t"ian  a  year  earlier,  with  more  steers  but  fewer  cows  and  heifers  in 
the  slaughter  supply.  Shipments  cf  stocker  and  feeder  cattle  and  calves  from  12 
markets  to  the  country,  from  January  through  June,  v/ere  7  percent  larger  this 
year  than  latjc- 

LAMBS 

Slaughter  supplies  of  sheep  and  lambs  during  the  late  summer  and  early 
fall  are  likvily  to  be  larger,  and  consumer  demand  for  meats  and  prices  of  pelts 
and  wool  weal<er,  than  in  the  corresponding  period  a  year  earlier.    Hence  prices 
of  lambs  during  the  next  fev>r  months  probably  will  remain  below  those  cf  last  yeari 
with  a  tenderoy  to  decline  from  present  levels  as  supplies  of  grass-fat  lambs 
increase  sea :  c tally.     Present  indications  are  that  the  supply  of  lam.bs  available 
for  market  f the  summer  and  fall  will  be  larger  than  a  year  earlier.  The 
number  of  t'p/''.  lambs  to  be  slaughtered,  however,-  v/ill  depend  partly  on  the  number 
sold  as  feeder's.    Last  sumjner  a  relatively  large  volume  of  the  '/Yestcm  lamb  crop 
was  purchased  for  feeding,  being  contracted  for  fall  delivery  during  the  summer, 
Fev/  contract  sales  of  western  lambs  v/ere  reported  by  early  July  this  year* 

The  eastern  market  movement  of  spring  lambs  from  California  was  virtually 
completed  in  early  Jime ,    Marketings  of  new  crop  lambs  from  the  Southeastern 
States,  Id«:'hOp  and  some  sections  of  the  Corn  Belt  got  under  v/ay  in  large  volume 
during  .jvn.'.     ?rices  of  spring  lambs  advanced  fairly  sharply  in  early  June,  but 
declinoc.  scrnen'nat  during  the  rciraindor  of  the  month  and  in  early  July,  Although 
the  average  price  of  about  $9,30  per  lOO  pounds  for  good  and  choice  spring  lambs 
at  Chicago  in  June  was  approximately  4  0  cents  higher  than  a  month  earlier,  it 
was  more  than  1^2,50  lower  than  in  June  1937,     Inspected  slaughter  of  sheep  and 
lambs  in  June,  totaling  1,485,000  head,  was  4  percent  smaller  than  a  month 
earlier,  but  was  somev/hat  larger  than  in  June  last  year. 
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WOOL 

Althotigh  little  change  in  domestic  wool  prices  is  expected  in  the  immedi- 
ate future,  some  strengthening  in  prices  may  occur  before  the  end  of  the  year. 
Prices  were  irregular  early  in  June  hut  were  firm  to  slightly  higher  late  in 
the  month  as  demand  improved.    Stocks  of  finished  and  semi-finished  goods  proh- 
ahly  have  "been  sharply  reduced  in  recent  months,  and  some  recovery  in  mill  con- 
sumption of  wool  from  present  low  levels  appears  likely  in  the  late  summer  and 

'  fall.    Prices  in  foreign  markets  may  continue  steady  in  view  of  the  prospects 

I  for  some  decrease  in  production  in  the  Southern  Hemisphere, 

Supplies  of  raw  wool  in  the  United  States  at  the  present  time  are  con- 
siderably larger  than  at  the  same  time  in  193^  and  1937*    2ut  if  imports  remain 
small,  as  now  appears  likely,  an  increase  in  consumption  in  the  lG,ttcr  part  of 
1932  over  that  of  1937  might  result  in  smaller  stocks  of  wool  on  January  1, 
1939 1  than  on  January  1,  193^»  ^"^^  stocks  probably  will  remain  relatively  large. 

The  weekly  rate  of  mill  consumption  of  apparel  wool  in  the  United  States 
in  May  was  the  highest  reported  since  last  September.    The  Ma^'  consumption, 
however,  was  kj,  percent  lower  than  in  May  1937*     Consumption  in  the  first  5 
months  of  this  year  was  only  half  as  large  as  in  the  same  months  of  last  year 
and  was  about  30  percent  smaller  than  the  average  consumption  for  those  months 
in  the  5  years,  I932-36. 

Although  present  indications  point  to  a  fairly  large  carry-over  into 
the  I93S-39  season  in  the  Southern  Hemisphere,  this  mey  be  largely  offset  by  a 
decrease  in  production.    Supplies  for  the  193^-39  season,  therefore,  may  be  no 
larger  than  in  1937-3S*    The  new  Australian  clip  will  jmount  to  approximately 
960  m.illion  pounds,  grease  equivalent,  according  to  a  preliminary  estimate. 
This  is  a  decrease  of  about  6  percent  compared  with  the  1937-3^  clip  and  will 
be  the  smallest  clip  since  I93O. 

From  such  information  as  is  available  it  appears  that  supplies  of  raw 
wool  in  European  countries  are  not  large,  but  a^ppojrently  are  adequate  for  cur- 
rent mill  requirements,  v/hich  axe  at  a  reduced  level.     Stocks  of  raw  wool  in 
Japan  are  the  smallest  in  many  years.     Imports  into  that  country  are  likely  to 
continue  relatively  small  but  perhaps  not  so  small  as  in  the  season  now  closing, 

FRUITS 

With  the  exception  of  apples  and  apricots,  prospective  production  of 
the  major  deciduous  fruit  crops  in  I938  is  near  or  above  the  I927-36  average. 
According  to  July  1  indica,tions  the  combined  production  of  apples,  poaches, 
pears,  grapes,  cherries,  plums,  prunes,  and  apricots  will  be  2.6  percent  larger 
than  the  IC-year  average.    The  indicated  production  of  these  8  crops,  however, 
is  20  percent  less  than  their  combined  total  in  1937 .    Although  deciduous  fruit 
crops  are  expected  to  be  much  smaller  this  year  than  last,  they  will  be  marketed 
under  demand  conditions  much  less  favorable  than  those  during  most  of  the  season 
a  year  earlier. 
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A  total  apple  crop  of  13^  million  bushels  is  indicated  by  July  1  condi- 
tions. This  is  jS  nillion  bushels  or  36  percent  less  than  the  very  large  1937 
crop  and  11  percent  belov?  the  1927-3^  average.  All  important  producing  States 
east  of  the  Eocky  Mountains  have  a  smaller  apple  crop  in  sight  this  year  than 
in  1937*  As  a  group,  the  commercially  important  apple -producing  States  in  the 
West  (Washington,  California,  Idaho,  Oregon,  and  Colorado)  expect  a  crop  in 
193^  about  3  percent  below  that  of  a  year  ago  and  5  percent  below  average. 

The  1932  apricot  crop  is  9  percent  smaller  than  average  and  pliims  are 
slightly  under  average.    Prospective  pear  production  is  the  largest  of  record; 
total  cherry  production  is  only  slightly  smaller  than  the  record  crop  of  1937; 
the  total  prune  crop  (fresh  equivalent  basis)  is  2^  percent  above  the  10-year 
average.    The  production  outlook  for  grapes  is  for  a  crop  smaller  than  the  record 
crop  of  last  year  but  12  percent  above  average.    Peach  production  probably  will 
be  slightly  above  average, 

POTATOES 

The  United  States  potato  crop  for  193^  is  indicated  to  be  3^7  nillion 
bushels,  or  only  6,60O,0OO  bushels  less  than  the  relatively  large  crop  produced 
in  1937  an<i  about  I7  million  bushels  more  than  the  lO-year  average  production. 
The  crop  in  the  3O  late  States,  excluding  the  early  crop  in  Ca.lifornia  v/hich 
already  has  been  marketed,  is  expected  to  total  3O3  million  bushels,  or  only 
about  6  million  less  than  last  year.    Decreases  are  expected  in  all  sections 
of  the  late  group  except  in  the  12  so-called  deficit  producing  States,  where 
the  combined  total  is  slightly  above  last  year.    The  193^  total  crop  in  the 
early  and  intermediate  States  is  indicated  to  be  about  the  same  as  that  of  a 
year  earlier. 

Practically  all  of  the  commercial  early  crop  aJid  a  large  proportion  of 
the  commercial  intermediate  production  already  has  been  m.arketed.     The  carlot 
movement  of  potatoes  reached  a  seasonal  peak  of  slightly  more  than  6,500  cars 
during  the  week  ended  June  11,  and  has  decreased  sharply  since.    An  increasing 
proportion  of  the  marketings  is  usually  moved  by  motor-truck  and  part  of  the 
supply  comes  from  the  home-grown  crops  at  this  season  of  the  year.    There  are 
indications  that  the  latter  supply  is  quite  large  this  year,  which,  together 
with  a  relatively  large  late  crop  in  prospect,  has  caused  potato  prices  in 
central  markets  to  decline  sharply  in  recent  weeks.    Usually,  eastern  market 
prices  reach  the  season  low  point  in  August,  when  the  commercial  crop  of  New 
Jersey  is  being  marketed,  v;hile  weatern  market  prices  reach  their  low  point 
in  October  or  November, 

TRUCK  CROPS 

Wholesale  prices  of  practically  all  truck  crops  declined  between  the 
early  part  of  Juno  and  early  July,  as  markets  continued  to  be  liberally  supplied. 
Very  sharp  declines  were  registered  for  snap  beans,  cabbage,  celery,  and  | 
cucumbers.    Lima  beans  were  sharply  lower  in  Chicago,  and  green  peas  in  New  York 
City,    Price  advances  were  recorded  in  both  markets  for  lettuce,  onions,  and 
spinach.    Considerable  quantities  of  home-grovm  vegetables  are  now  arriving  by 
motor-truck.    The  combined  rail  movement  of  these  products  continued  to  decrease 
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tand  recently  totaled  only  aTsout  7»500  cars  per  week,  cortpared  with  a  weekly 
noveraont  of  alDout  ^,000  cars  in  early  June.    Watemelons,  tomatoes,  and 
cantaloups  recently  exceeded  all  other  individual  crops  in  the  volune  of 
carlo t  shipments. 

Production  of  lima  beans  in  the  second  section  of  intermediate  States 
is  indicated  to  ijo  slightly  larger  than  that  of  last  year  and  larger  than 
average.     The  p^'.anted  acroa.3u  of  domestic  cab"^a?e  in  the  late  States  is  con- 
siderably larger  than  indicated  by  the  early  reports  of  prospective  acreage 
and  is  now  indicated  to  be  J  percent  greater  than  the  harvested  acreage  of 
last  season  ox^.d  one-s:.j:th  above  average.    Acrenge  of  late  cauliflower  is  expected 
to  be  6  percent  larger  than  the,t  of  la,st  year.    The  intermediate  celery  States 
have  an  indicated  crop  slightly  above  that  of  1937  aiid  one-fourth  above  average. 
The  intermediate  crop  of  cucumbers  is  expected  to  be  ono-tonth  greater  than  last 
year's  production  and  about  30  percent  above  average.    Acreage  of  cucumbers  in 
the  first  section  of  late  States  is  indicated  to  be  increased  10  percent  over 
that  of  last  season. 

The  second-early  cror)  of  e^.f-£li^it_  in  Louisiana  is  e:cpected  to  be  slightly 
larger  than  that  of  1937  ^i^d  about  I70  percent  greater  than  the  average  pro- 
duction.   Acreage  of  late  egfplpnt  in  New  Jersey  mry  be  slightly  smaller  than 
that  of  last  season.    Failure  of  the  June  lettuce  crop  in  California  has  sharply 
reduced  the  expectations  in  the  first  group  of  late  States  as  a  whole;  only 
2,881,000  crates  are  nov/  cxnccted  in  this  group,  compared  with  nearly  U  million 
last  season  and  an  average  production  of  about  3 » 5^)0 > 000  cra,tes.  Production 
of  intermediate  spinach  in  Colorado  is  indicated  to  bo  about  one-fifth  above 
that  of  1937  a^d  fully  double  the  10-year  average  crop. 
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